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Values in Crude-oil Production
By Raymond W. McKee

The phenomenal growth of the petroleum industry from the
drilling of the Drake well in 1859 to the present day is an oft-told
story, and it will not be repeated here. No doubt can exist that
the industry ranks as one of the world’s largest and most im
portant. Its contributions to the progress of civilization have
been manifold. And one, after some reflection on the subject, is
surprised at the number of petroleum derivatives which are
counted as ordinary necessities of our daily lives.
Before taking up the accounting features of oil production
it may be well to discuss briefly and in a general manner the
sources of crude oil, as well as the methods in use for bringing
it to the surface.
In spite of a number of theories on the subject little has been
learned concerning the origin of oil deposits. Many geologists
are inclined to accept as a solution the so-called “organic theory”
—that is, the decomposition, through ages, of animal and vege
table organisms and the subsequent formation of the deposits by
means of chemical action. This is perhaps the most generally
accepted answer to the problem among students of the subject.
There exist, however, several other theories, each more or less
reasonable. In fact it seems altogether possible that all are correct,
and that the deposits occur as the result of any of several agen
cies. Certain it is that the oil found in different localities is of
varying composition.
Oil and gas deposits of a value sufficient to justify commer
cial exploitation are usually found in what in oil terminology
are known as anticlines, synclines, monoclines and domes. These
are simply folds in the earth’s surface, and the gas and oil are
ordinarily in the higher parts of the fold, water occupying the
lower portions. Contrary to popular belief, oil does not occur
in the form of great underground lakes, but rather is found in
oil bearing sands, shales, sandstones, limestones, etc. The per
centage of oil found in sand is referred to as the “saturation.”
Ten per cent seems to be the generally accepted average satura
tion for purposes of estimate, but the amount thereof which is
commercially recoverable depends altogether upon factors which
are highly indeterminate. Among these are gas pressure, en258
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croachment of water, porosity of the sand and the migratory
nature of oil and gas.
All the large oil companies and many of the smaller com
panies and individual operators employ men whose training and
experience make them especially adapted to such work for the
sole purpose of discovering and reporting on new possibilities
in the way of oil territory. These men are called “oil scouts.”
Upon the reports of these scouts and some subsequent, though
often hurried, investigation, millions of dollars are expended in
the acquisition of oil properties.
The determination of the proper time to commence develop
ing an oil property is influenced by a number of things, among
which are the financial condition of the company, the policy of
the management, market conditions and the state of development
of near-by properties. If the company’s holdings are large and
there is no immediate danger of a drainage of the oil reserves
through the development of surrounding properties, the manage
ment may defer the drilling of the property for some time, often
years. On the other hand if drilling is in progress on adjoining
property it may be imperative that the company develop its hold
ings immediately, in order to protect its interests. This may be
the case in spite of a low market price for crude oil, a condition
which, in the absence of unusual circumstances, serves to deter
development work in general.
After a site has been selected for the location of a well, a
drilling rig generally is set up in the case of a shallow well, or a
derrick is erected in the case of a deep hole. Down to 1500 feet,
a portable rig often will serve, while the heavier type of derrick
is ordinarily used for wells of greater depth. Several systems
of drilling are in general use, namely the standard cable-tool
system, the rotary system, the combination system (a combina
tion of the cable-tool and rotary systems) and the hydrauliccirculator system. The method to be employed in a specific case
depends largely upon the formations to be penetrated, the rotary
being generally used where soft, caving formations are en
countered, while the percussion, or cable-tool, method is preferable
in hard shales, sandstones and limestones.
Once the rig is in place drilling operations commence and
ordinarily proceed until either a gas or oil well or a dry hole re
sults. If an oil well is brought in and flows of its own accord or
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if the well is a gasser, it is turned into oil or gas lines respec
tively. Often, however, it is necessary to connect the well with a
pump in order to make it flow. In this event the original der
rick, in the case of deep wells, is often left standing. The walk
ing-beam and engine used in drilling the well are then utilized in
pumping. Or the derrick may be entirely dismantled and the
pumping power be supplied by means of a central power station
(the jack system), the actual lift being accomplished by a series
of rods radiating from the central station to the various wells on
the lease. An electrically driven motor at the well may be used
instead, and in vicinities where electric power can be had at a
reasonable figure this has proven the most economical of all
methods for pumping a well.
Much has been written and much feeling exists upon the
subject of fraudulent management and financing of oil com
panies. In fact, oil stocks seem almost entirely to have sup
planted gold bricks and “green-goods” in the paraphernalia of
the confidence man; and the unscrupulous bucketshop broker has
found them a prolific source of profit for himself and his asso
ciates. It seems odd that the class of people who invest and
again invest in wild-cat schemes, the very prospectuses of which
brand them as pure buncombe, cannot be brought to realize that
if the promoters really had, as they advertise, millions to offer in
exchange for a few dollars, they most certainly would be careful
to see that charity, in this respect, began at home. The presence
of these promoters in the field of investment does not mean, howver, that no honest oil companies, conducted on a strictly busi
ness basis, exist—any more than the presence of the “incometax expert” in the field of accounting means that the accounting
profession is wholly composed of shysters.
Organization and promotion of a reputable oil company are
much the same as in any other enterprise. Perhaps a greater
opportunity for the overvaluation of assets exists here than is
usual, owing to the element of speculation which naturally at
taches to oil properties. This condition is one of the most baf
fling with which the professional accountant has to deal, since
his accomplishments are not expected to and seldom include an
ability to ascertain whether or not properties have been fairly
valued. Subsequent performance of the properties in question
alone can determine this. Perhaps the safest course for the ac
260
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countant, in the absence of positive evidence, is a qualification of
the final balance-sheet.
The most valuable of an oil company’s assets are its oil and
gas lands, freehold, leasehold or both, together with the
equipment necessary to their development and operation. In
most cases these lands, whether freehold or leasehold, possess
little value aside from that arising from their mineral, that is to
say oil and gas, content. If, therefore a company was obliged
to pay a price thought by the vendor or lessor to be commensurate
with the value in place of the mineral content, it certainly must
provide for the maintenance of its capital intact before it can
consider as income any sales of oil made from such mineral de
posit. In short, the company must be assured of a return of its
capital, that is, the price paid for the property, before it can have
had an actual earning therefrom. Here arises the theory of deple
tion. Depletion, in its generally accepted meaning, may be defined
as “the gradual exhaustion, through exploitation, of a value which
attaches to a property by reason of natural resources which form
a part of it.” Each unit of valuable content extracted causes a
reduction in the original value of the property and must be offset
to the extent to which it represents a part of such value by a
corresponding charge against the income arising from the dis
position of the unit. The actual value (called capital sum), for
purposes of depletion under the federal tax laws, is determined in
three different ways.
Assume a company whose balance-sheet immediately after
organization appears as follows:
BALANCE-SHEET, A—COMPANY

January 1, 1921
assets:

Current .......... $ 100,000.00
Oil & gas lands 1,000,000.00
Equipment ...
400,000.00
$1,500,000.00

liabilities & capital
Capital stock .. $1,500,000.00

$1,500,000.00

At the end of six months the company has partly developed
its holdings, and its balance-sheet and profit-and-loss statement,
before providing for depreciation and depletion, appear as
follows:
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BALANCE-SHEET, A—COMPANY

June 30, 1921
LIABILITIES & CAPITAL

ASSETS:

Current..........
Oil & gas lands
Equipment ....

$ 477,000.00
Current.............
$ 25,000.00
1,000,000.00
Capital stock .. 1,500,000.00
377,000.00
425,000.00
Profit-&-loss ...

$1,902,000.00

$1,902,000.00
PROFIT-AND-LOSS, A—COMPANY

January 1 to June 30, 1931
income:

Oil sales... .150,000 barrels @ $3.00.. $450,000.00
Miscellaneous income ..........................
2,000.00
GROSS income ...............................................................

$452,000.00

EXPENSE :

Development .......................................... $ 50,000.00
Operating ...............................................
15,000.00
General ...................................................
10,000.00
TOTAL EXPENSE.............................................................

NET

income

Before providing for
depreciation and depletion

75,000.00
$377,000.00

The commercially recoverable reserves are estimated at
1,000,000 barrels, recoverable during ten years as follows:
1921 ........................................ 250,000 barrels
1922 ........................................ 200,000
1923 ........................................ 150,000
1924 ........................................ 125,000
1925 ...........
100,000
1926 ........................................
80,000
1927 ........................................
60,000
1928 ........................................
20,000
1929 ........................................
10,000
1930 ...........
5,000

1,000,000 barrels
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The foregoing computations are based on cost, assuming
that the lands acquired were proven property, for this state of
affairs precludes the use of a discovery value. Discovery and
other values are taken up later.
An entry now should be made on the books of the com
pany, based upon the above figures, as follows:
Dr. Depletion sustained ................. $150,000.00
Dr. Depreciation sustained..........
63,750.00
Cr. Depletion reserve ................... 150,000.00
Cr. Depreciation reserve..............
63,750.00
“To charge as expenses and to set up as reserves the
depletion and depreciation sustained from January 1, 1921
to June 30, 1921, both dates inclusive.”
The effect of this entry is to reduce net income for the
period by $213,750.00 and to set up as reserve accounts an equal
sum. The balance-sheet and profit-and-loss statement now
would appear:
BALANCE-SHEET, A--- COMPANY

June 30, 1921
assets:

Current .......................... $477,000.00
Oil & gas
lands ....... $1,000,000.00
Less: deple
tion reserve 150,000.00

liabilities & capital:
Current .................... $25,000.00

net ............................
Equipment .. 425,000.00
Less: depre
ciation re
serve ........
63,750.00

850,000.00

Capital stock.............. 1,500,000.00

............................

361.250.00

Surplus ....................

net

163,250.00

$1,688,250.00

$1,688,250.00
PROFIT-AND-LOSS, A—COMPANY

January 1, 1921 to June 30, 1921
income:

Oil sales... .150,000 barrels @ $3.00
Miscellaneous income ........................
gross income

$450,000.00
2,000.00

..................................................
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expense :
Development .......................................... $ 50,000.00

operating :

Miscellaneous........ ..................................
Depreciation ..........................................
Depletion ................................................
General....................................................

15,000.00
63,750.00
150,000.00
10,000.00

TOTAL EXPENSE ...........................................................

$288,750.00

NET PROFIT ..........................................................

$163,250.00

Now, where no sum other than the cost is involved, the
method outlined serves to record the periodical depletion sus
tained, as well as to reduce the asset value proportionately over
the life of the mineral deposit. If, however, a value in excess of
cost is proven to exist, a somewhat more complicated procedure
is necessary. This value, for tax purposes, arises in one of two
ways:
(1) Fair market value, March 1, 1913. The revenue act
of September 8, 1916 and all subsequent income-tax laws permit
for depletion purposes a revaluation as of March 1, 1913. This
is only a matter of justice, since so far as the law is concerned
the value at March 1, 1913, is capital to the taxpayer.
(2) The revenue act of 1918 for the first time authorized a
revaluation when a discovery as defined by the law is made. This
is simply a concession to the oil industry, as it in effect exempts
from taxation all capital gain resulting from the discovery of oil
or other mineral on a property. The readers who are interested in
the methods for determining either fair market value, March 1,
1913, or discovery value are referred to the manual for the oil
and gas industry, issued by the treasury department.
In order to illustrate the accounting procedure when dealing
with a value our former set of hypothetical figures will be used.
The principle in the case of either a fair market value, March 1,
1913, or a discovery value is the same. For this reason one
illustration will be given. It must be remembered, however,
that in dealing with the March 1, 1913, value, the depletion
actually sustained on such value, and not merely the depletion
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allowed for tax purposes during the restricted years, must be
deducted from the value in determining a depletable capital sum
at the beginning of any taxable year. This is in accordance with
present regulations.
The management of A—Company, we will suppose, acquired
property for $1,000,000.00 as previously shown. Development
work disclosed large recoverable oil reserves, estimated at 10,
000,000 barrels. Petroleum engineers place the value of the
property at $20,000,000.00, and a discovery can be substantiated.
The first step is to make a journal entry as follows:
Dr. Appreciation from discovery; oil & gas lands $19,000,000.00
Cr. Reserve for appreciation from discovery; oil
and gas lands .......................................... $19,000,000.00
(1) To record the increased value of oil and gas lands,
this value arising from the discovery of oil on the land;
(2) to provide a reserve for the appreciation.
There were produced during the six-month period ended
June 30, 1921, 3,000,000 barrels of oil.
Computation of Depletion and
Depreciation Units
Cost of Property $1,000,000.00 ÷ 10,000,000 barrels reserves
equals $0.10 depletion unit based on cost.
Value of Property $20,000,000.00 ÷ 10,000,000 barrels reserves
equals $2.00, depletion unit based on value.
Appreciation Arising From Discovery $19,000,000.00 ÷ 10,
000,000 barrels reserves equals $1.90, appreciation unit.
Cost of Equipment $425,000.00 ÷ 10,000,000 barrels reserves
equals $0.0425, depreciation unit (on cost).
At the end of the period the following entries are made.
They are based on the foregoing units and the 3,000,000 barrels
production shown.
(1) Dr. Depletion sustained on cost.................... $ 300,000.00
(2) Dr. Depletion sustained on appreciation in
value ..................................... 5,700,000.00
(3) Cr. Depletion reserve ....................................
300,000.00
(4) Cr. Appreciation from discovery, oil & gas
lands ..................................... 5,700,000.00
(5) Dr. Reserve for appreciation from discovery,
oil & gas lands ................... 5,700,000.00
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Cr. Realized appreciation of oil & gas lands 5,700,000.00
Dr. Depreciation sustained............................
127,500.00
Cr. Depreciation reserve................................
127,500.00
Explanation : (1) Depletion sustained on cost of oil
and gas lands, being 3,000,000 barrels x $0.10,—depletion
unit based on cost.
(2) Depletion sustained on the appreciation in value
of oil and gas lands, being 3,000,000 barrels x $1.90, ap
preciation unit.
(3) To set up a reserve for depletion of cost of oil
& gas lands.
(4) To reduce the appreciation from discovery ac
count by the amount of depletion sustained on appreciation
in value of oil & gas lands.
(5) and (6) To transfer from the reserve for appre
ciation from discovery to realized appreciation of oil & gas
lands the amount of appreciation actually realized through
the production of 3,000,000 barrels of the recoverable oil
reserves.
(7) To record depreciation sustained on cost; the
economic life of the equipment is exhausted in the same
manner as the value of the oil & gas lands.
(8) To set up a reserve for depreciation sustained.
Attention is directed to the fact that “reserve for apprecia
tion from discovery, oil & gas lands” at all times will be exactly
equal to the asset account “appreciation from discovery, oil &
gas lands.” Further that the asset account “oil & gas lands”
(cost) is reduced periodically through a reserve account by the
depletion sustained, based on cost. It is also to be noted that
“realized appreciation of oil & gas lands” reflects the actual
amount of appreciation in value realized to date.
In the light of the entries made our profit-and-loss statement
and balance-sheet would appear as follows:

(6)
(7)
(8)

PROFIT-AND-LOSS, A—COMPANY

January 1, 1921 to June 30, 1921
income:

Oil sales. .3,000,000 barrels @ $3.00 $9,000,000.00
Miscellaneous income.......................
2,000.00
gross income ................................................. $9,002,000.00
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EXPENSE:
Development ...................................... $ 50,000.00
Operating:
Miscellaneous ................................
15,000.00
Depreciation ..................................
127,500.00
Depletion ............................................ 6,000,000.00
General................................................
10,000.00

$6,202,500.00
NET PROFIT.................................................................... $2,799,500.00

TOTAL EXPENSE ..........................................................

BALANCE-SHEET, A—COMPANY

June 30, 1921
ASSETS:

Current ......................... $9,027,000.00
Oil & gas lands, cost.. 1,000,000.00
Less: depletion reserve
300,000.00
net ......................
700,000.00

Appreciation from dis
covery, oil & gas lands 13,300,000.00
Equipment ....................
425,000.00
Less: depreciation re
serve ......................
127,500.00
net

...........................

297,500.00
$23,324,500.00

liabilities & capital:
Current ..................
$25,000.00

Capital stock ......... 1,500,000.00
Earned surplus .... 2,799,500.00
Realized appreciation
of oil & gas lands. 5,700,000.00
Reserve for appre
ciation from dis
covery, oil & gas
lands ................ 13,300,000.00
$23,324,500.00

It is to be understood that both the asset and liability ac
counts and the income and expense accounts should be so classi
fied as to afford whatever statistical information is needed. It
is questionable whether, within reason, too many asset accounts
can be carried.
Classification of Accounts
An exhaustive classification would fill a volume of con
siderable dimensions, so that the subdivisions can only be indi
cated in a general way.
Asset Accounts
Oil and gas lands, cost: subdivide as to leaseholds active and
leaseholds inactive, royalties owned active and royalties
owned inactive, freeholds active and freeholds inactive, gov
ernmental concessions active and governmental concessions
inactive, etc. It is sometimes desirable to separate depart
mental leases in cases of Indian lands.

268

Values in Crude-oil Production
Appreciation from discovery, oil and gas lands: subdivide as
above.
Wells in progress: a subsidiary book is kept on this account, in
order that the cost of each well may be determined.
Uncompleted construction job orders.
Wells investment: subdivide as follows:
a. Derricks
b. Drive pipe and casing
c. Tubing and rods
d. Engines
e. Boilers
f. Flow lines
g. Tanks (wooden)
h. Tanks (other)
i. Buildings (wooden)
j. Buildings (other)
k. Tools (miscellaneous)
1. Electric motors
m. Other well equipment
n. Pumps and pumping jacks
Farm Investment
Jack power stations: subdivide as to buildings, equipment, etc.
Power plants: subdivide as to buildings, equipment, etc.
Substations: subdivide as to buildings, equipment, etc.
Electric system: subdivide as to lines, poles, converters, trans
formers, etc.
Boiler plants: subdivide as to buildings, equipment, etc.
Booster stations: subdivide as to buildings, equipment, etc.
Telephone and telegraph system: subdivide as to lines, poles,
buildings, equipment, etc.
Water system: subdivide as to buildings, equipment, pipe, etc.
Fire protection system: subdivide as to buildings, solution tanks,
equipment, etc.
Tanks: subdivide as to steel, wooden, etc.
Oil lines and fittings
Gas lines and fittings
Oil cleaning and dehydrating plants: subdivide as to buildings,
equipment, etc.
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Laboratory; subdivide as to buildings, equipment, etc.
Boarding and bunk houses: subdivide as to buildings (wooden),
buildings (other), furniture, etc.
Warehouses
Barns and garages
Automobiles, trucks and tractors
Wagons and harness
Live stock
Commissary buildings
Tool houses
Miscellaneous buildings
Miscellaneous equipment
Miscellaneous tools
Drilling rigs and tools: classify as to type
Miscellaneous Investment
Joint operations facilities: subdivide fully
Warehouse material and supplies
Commissary stock
Junk
Furniture and fixtures
Office appliances
Office buildings
Miscellaneous buildings
Building sites
Automobiles, general
Live stock, general
Barns and garages, general
Loading racks
Railway spurs
Tank cars
Oil in storage tanks
Oil at wells
Oil in lines
Oil in transit
Other assets, such as cash, receivables, prepaid accounts and
so forth should be properly classified. It goes without saying
that all inter-company and inter-departmental accounts of what
ever nature must be kept separate from accounts with the public.
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Liabilities
Liabilities differ in no particular respect from the liabilities
in any other industry, and for this reason need not be listed.
Reserves
Premium on capital stock
Unamortized premium on funded debt
Sinking-fund reserve
Special reserve (specify)
Contingency reserve
Depreciation reserve
Bad-debts reserve
Reserve for taxes (other)
Reserve for federal income tax
Reserve for basic sediment and water
Reserves for appreciation from discovery (or March 1, 1913
value) : these should be classified as to active and inactive
leaseholds, freeholds, royalties, governmental concessions, etc.
Depletion reserves: these should be classified as to active lease
holds, freeholds, royalties, etc.
Appreciation
Realized appreciation from discovery (or March 1, 1913 value) :
this account should be subdivided so as to show the appre
ciation realized in the same classification as outlined above
for depletion reserves.
Income Accounts
In the foregoing treatment of depletion it has been assumed
that the oil was sold as produced. Depletion for gas extracted
was not treated separately. The principle is the same for both
oil and gas and one illustration will serve. However, in the case
of oil production it sometimes happens that part of the oil is
run into storage tanks, varying from a fifty-barrel to a fifty-fivethousand-barrel capacity, and is held there awaiting a more
favorable market. In this event both depletion and operating
costs, forming a part of the cost of oil produced, would seem to
follow it into storage. This readily can be seen when one con
siders that in reducing through depletion the value of the prop
erty account, another asset, oil in storage, is set up. The prin
ciple involved is exactly the same as in a manufacturing estab
lishment. The expense, including depletion, becomes part of
the cost of such oil. But here a nice problem in cost account
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ing presents itself, and its solution is so difficult as ordinarily to
be impracticable. The main sources of grief are: (1) the diffi
culty of computing depletion monthly or oftener, (2) the com
plicated records requisite to such cost finding (the records of a
large oil company are voluminous in their simplest form) and
(3) the difficulty encountered in getting information and records
from the field forces.
It will be noted in the classification which follows that earn
ings in a measure are anticipated. This is more apparent than
real. In charging oil in storage and crediting earnings from oil
to storage it must be remembered that the concern is dealing with
a commodity which has an ever-ready market. Oil in storage, as
a matter of fact, closely approximates cash in the bank. Changes
in value are at all times taken into account through the second
account listed, earnings from increased value of oil in storage.
The account is credited with increases and, conversely, debited
with decreases in value. This value ordinarily is determined by
the posted price for oil of the grade under consideration.
Earnings from oil to storage.
Earnings from increased value of oil in storage.
Oil sales (subdivide this account, as well as all other earning
accounts, so as to segregate inter-company and inter-departmental earnings.)
Gas sales
Casinghead gas sales
Water sales
Steam sales
Electricity sales
Royalty income: subdivide as to oil, gas, etc.
Miscellaneous income:
Rent earnings
Tool rentals
Crop revenue
Tank car mileage
Interest earnings
Etc.
Commissary sales
Cost of commissary goods sold
Commissary supplies & expense
Commissary labor
Profit on commissary sales (if a loss, carry as an expense)
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Expense Accounts
Oil purchased
Gas purchased
Casinghead gas purchased
Oil and gas losses
Cost of storage oil sold
Royalties paid: subdivide as to oil, gas, etc.
Depletion sustained on appreciation in value: subdivide as to
royalties, leaseholds, freeholds, etc.
Depletion sustained on cost: subdivide as in above account.

Wells Expense:
—Operation—
Superintendence
Wages (classify)
Supplies & expense
Depreciation
Electricity
Fuel, other
Gas used
Oil used
Automobile expense
Teaming
Lubricants
Small tools
Water
Steam
Pumping power (when supplied by central station)
Insurance (classify)
Pumps (when replaced frequently)
—Maintenance—
Superintendence
Supplies & expense
Repair parts
Shooting, cleaning-out, etc.
Deepening

Farm Expense
All operation and maintenance should be sub-classified in
such a manner as to afford the most valuable statistical infor
mation.
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Cleaning and dehydrating plants expense: this may be sub
divided so as to show separately the expense for electrical,
centrifugal, etc., plants if so desired.
Oil transportation and storage facilities expense
Gas transportation facilities expense
Booster stations expense
Laboratory expense
Warehouses expense
Farm office expense
Miscellaneous farm expense: under this account should be in
cluded miscellaneous field expense, abandoning wells ex
pense, maintenance of miscellaneous buildings expense, etc.
Telephone & telegraph systems expense
Fire protection system expense

Development expense:
Superintendence
Wages (classify as to drillers, tool-dressers, helpers, etc.)
Depreciation
Oil used
Gas used
Fuel, other
Water
Steam
Electricity
Rig building
Drilling (by outside interests)
Automobile and horse & wagon expense
Teaming and trucking
Lubricants
Torpedoes
Small tools
Insurance
Geological and engineering expense
Injuries and damages
Miscellaneous supplies and expense
Repairs to drilling rig
Excavation
The account development expense should include all in
tangible expenditures made in the drilling of a well.
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Other Expense
Joint operations expense: subdivide fully.
Loss on commissary sales
Marketing expense
Loading racks expense
Tank cars operation & maintenance
Railway spurs operation & maintenance
Clearing Accounts
These may include:
Boiler plants and steam lines expense
Power plants, sub-stations and electric distribution
system expense.
Jack power stations expense: this is also known as
“central stations expense” and will include cost of
power used in moving powers, repairs to powers,
shackle-rods, buildings, et cetera. It should be
cleared to account “pumping power” under wells
expense and subdivided to wells in the wells ex
pense record.
Water wells, reservoirs and distribution expense
Automobile expense
Horse & wagon expense
Barns & garages expense may also be included here,
but preferably is treated as a general lease expense
It usually will be found the best practice to have as few
clearing accounts as possible. Where several are carried it hap
pens often that a proportionate amount of each is allocable to
other clearing accounts. An unintelligible mess sometimes results.
General
The various departmental and general overhead expenses
will not be listed, because they are not peculiar to the industry.
There are literally thousands of accounting systems in use
in the oil business, and very little uniformity exists. This is de
plorable for a number of reasons, chiefly because it is impos
sible to obtain comparative figures. The classification just out
lined is far from perfect, but it is believed that with proper
variation it will serve well in the majority of cases. The reader
no doubt knows that a classification laying any claim to complete
ness would occupy hundreds of pages.
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